0984000400020011-4

WESTERN EUROPE DIVISION
OFFICE QF REPORTS AND WSTIMATES
CENTRAL INTELLICENCE AGENCY

VIORKING PAPER

DIVISION WEEEKLY

NOTICE: Thls document 1s n working paper,
WO en officzlal CTA issuance, It hes besn
co-ordinated within ORE, bub not with the
JAC Agencles. It represents curren®t think.-
ing by spscialists In CIA, and iz desipned
for use by others sngepged in similar or
ovorlapping studies. Ths oplnicns expressed
herein may be revised before finsl and offle
cfanl publication. It is Intended solsly for
the information of the eddresses &nﬁ not for
further dissemination.

NOTICEs This Weekly will not be Ruolmhed
du:r*in'? ths Woeks Of 2bwed December and
1= Jentary.

. DOCUMENTNO ﬁ /(

HANGE IN CLASS. T
. * DECLASSIFIED
DATE: 13 Decembar 1942 CIASS. CHANGED TC: TS & ¢
MEXT PEVIEW DATE:

AUTH: H
DATE i?z_msv:swsn 372044 § v

Approved For Release 1999/39/05 : CI‘X-E BP79-01090A000400020011-4




3 b #Ig
CuiE .
%
:
‘

Approved For Reladse 1990BaianiS iRz 9-01 MA00040002001 1-4

WESTERN EUROTE DIVISION
WEEKLY SUMMARY

VOL, V « No, 21 | For wesk endiag
13 December 1049

- 25XB6A

Approved For Releas . \-RDP79-01090A000400020011-4

w ow mom




Approved For Release 1999/09/02 : CIA-RDP79-01090A000400020011-4

Approved For Release 1999/09/02 : CIA-RDP79-01090A000400020011-4



 @%&

LR TR T

- | | SECRET . o
Approved For R&Whse 1999/09/02 : CIA-RDP79-01940A000400020011-4

AUSTRIA

B When ECA aid ends and an Austrian tr. .ty is
concluded, an efficlent and Stable LOvVornment Fop
Austria will rest in lerge part upon two factora:

(a) the degrse to which the political influencs of
veated interests is controlleds and (b) the a bility of
responsible Austrians of all political parties, but
eapsclally the People's Party, to realize that the
natlonts best interests impose certain limitations

upon thelr activities, The Peopla’s Party, which is
Austria®s largest, and 1s at best a neberogenesus
combination of busineas, farmer, and whilte collar
Interests, 1s currently suffering from illnesses arigsing
from 1ts composition and from the showing of goe of its
candldates in the October slections. These meladles
emphasize the necessity for some shifts of policy and
point up the fact thats long-renge lmprovement in the
Partyts outlook will coms only from a deeper undsrstanding
of Austria's national interesbs,

The October electionz showsed Lhat party rani-
and=file was not entirely asatisiisd with the econcmic
policles pursued by the party leadership, dominated by
tho industrialist element, which has entrenched 1tgelif
in strategic government posts, and in the nationalized
Industries. The industrielists, and business interesta,
who have profited parsonally from She political regims,
have continued to press for economic progrems So freg
Auatria‘®s still unhealthy economy from controls 1imlting
corporation profits, and have frequantly failed %o
utilize glfectively Austria's limited resources. Althoush

~ the Peoﬁieﬁs Party's major competltor, the Socianlist

Party, lost mors in the eloctlons, 1t {end also vne Unien
of Independents) ran asn effective campalign ageinst
govermmental corruption, price rises, uneconomical fiscsl
programs, and monopolistic practices.

‘ _ Paople’s Party agrecment to Sceisl jst adminig.
tration of the nationalized industriss was the irst
Indiocation that the industrialist throttls=hold on the
Party was being weakened. Tn more recent Waeks ,
legislation on raw material centrois, price roiibacks,
and promises of cartel controlg «w all opposed by the
business group «= have bosn announced. Varloug commercisl
scandals Involving People'’s Party members hsve increased
the Party’s realizabtion that & clean~up and 8 ruturn to
better politics 18 in orden.

_ Despite the I'act that the Industrislists remain
the strongest element in the People’s Parbty, Austria today
has 1ts bast opportunity sinee the War to nature

WS:}.)
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politicelly. ECA presently exerts a continuing prassure
on Austrian officials to pursue sovmd economic
practices., The Socialists, who have a better racord of
compramizing in the interests of the national eccnomy,
ars now Iln a better position to wateh their coalition
partner. Tho improvement in the Austrian ECA orgeniza-
tion, and the appointment of s non=~political and forseful
person #3 its head, are pramising. Tnis is not to a8y
thet business groups will not attempt to operate as
usual; uand People's Party leeders within the Goveramens
85111 will probably tend %o cover up for business angd
to take ineffectual correctilve measures .

FRARCE

| The French milltary eampaign sgainst Vietnemsso
reslstance forges Will probably not be hempered by the
current politicel difficultles of the Govermment in ita
defense of propozed incrsases in both expenditures and
taxes for 1950, Although budgeted expendltures

for the ceampaign in Vielnem are being only slightly in-
creased in 1950 over 1949-«from 107 to 115 billion francgpe-,
the French are likely to spend & congiderably larvger sum
for this purposs in the coming year. As in 1949. the
differernce will probably be hendled by a beokkeeping opera-~
tion of whieh the public is seaningly not awars., The
Assembly’s Pinance Commission nas already spproved the
proposed military budget of 420 b1llion frencs {(18.3% of
the total budget, or 2.3%7 less than in 1949),; including

the somewhat larger credits directly requested fer the

i Vietnamese campsign,

The difference beiween budgoted and actus]
expenditures for the Vietnemess cempaisn was handled in
184¢ i1 the French Treasury's specilal sccount with the
Bank of Indochine. The latter issued currency (pilastres)
a8 needed to meet deficita in current military expenses
In Vietnam. Since frece trancfer of ctpital from Vietnam
to France is permitted, the Dsnk of Inidochina losns have
resulted in capital transfers to Franc%;necessitaﬁing PG
payment teo the Bank fron the French Tramaury in frencs.

: The net burden on the French Treasury lmposed
by these payments to the Banlk of Indochina, teyond
budgeted expenses, will probably mun %o sbout 80 billion
francs for 1949, squelling about ons«third of the

. Treasury's inflationary finaneing for the year. Although
| Minlster of Defense Pens Pleven and Modernlzation Director
: Jean Monnet have endeavored recently Lo have the plastre-
~franc transfers restricted, Hinister of Finance Maurlce
Petsche has successlully contendsd that such action
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would create inflation in Vietnemm critilcally detrimental

to the Bao Dal regime; and would in effec’ read !
Vietnam out of tha French Union. :
B The hostility of soms French sconcmle and
political sroups bowards broader tiberalization of trade :
W, make more GlITILcUly Uhe GOTGINmMent's CUrrent nego- :
tlations for the advancemeni of wesbtern Durcpean gzonamle H
integration. The French a&re procesding cautlously in the i
current "Fritalux™ discussions with Benslux and Ibtaly, ;
showing coolness toward the sdmiaalion of Germany withoud Z
the UK, and opposing sxtensive rsmoval of quantitative 1
Import restrictions In the near fuburs. This csaubtion is .
largely a reflsesction of the dalicate political positlion ]
in the Bidault Goveraomont under pressure from economle f
groups. !

Labor, Iindustry, and sgricultural groups have

already shown hogtllity to the Government’s vemoval of

some Import quotag. The farm bloec {CGA) and the

employers’ bloe (CHNPF), both professing firm support for

the principle of over-ail liberalizution of trade, are

firmly opposed to any reglonel integration resulting in
compobitive Imports. Labor Lls sspeclally wery of Iln- ’
creassed unenplomment. Pear of more German competliitlion,
eapecially In the steel industry, 1lg prevalont smong

both emplovers and labor,

: Spokesmen for the Socialista znd the Indspendants
have contended that the UK must be inciuded in any plans
for western Furcpean iantegrabion. Becauss ths French seo
the UK as an eguential cownterbalance for west Germeny in
an integrated Weasbtern Wurops, Prance la 1ikely to agree Lo
wast Germany's admisaion into any economic wnion only aflser
reaching agresment with the UK. This delay, however, in
gteps toward the eccnomic intepgration of wesbtsrn Burope
disaypoints ECA's expectations that Francs would take ths
lead iIn progress toward this goal.

FRENCH AXND SPANISH NORTH AND VEST AFRICA

B The Fyvench Coverrmentias declision Lo reler Lha
gqusgtion of U5 canituletory rights in Morosco to ths
arbibtration of the International Court of Justics may
result gventuslly In the loazs ol the wunlque US position
In Morocco and in turn encourspe the Morcecon neationalists
toward a rapprochement with the Commmmists. Concelvably,
thls srbitral zcilon might boomereang cn ths French, by

| “ 5w !
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precipitating an luvestigetion of France's application
of the 1912 Treaty of Fez; by virtue of which Franne
controls ¥Morocon.

Appsel to the Interastionsl Court will occcur
upon the sxpiration on 31 December of the bLemporary
US assent o the appllicatlon of French Moroccan import
regulations %o UE businessmen in Moroecco. The French
clailm that this &pnaal is the best solution snd the
only alternotive %o ths current; unsatisfactory agree~
mant. The French inslst that the avpeal to arbitraticon
is not an uwnfriendly gesturs; bulb the fact romeins that
a dsep resenbtment has develop&d in ths French Government
and among The French psople toward the privileged
rosltion engoyed by US Ianterests In Morocoo.

A judpment fevorable to France would abrogate
the 1838 treaty batwaen the - US awd ths Sultan of Morccco,
and weould necessitate thoe negotistion by the US of &
treaty with Franca, relegeting US trading Intarests %o
the less favorablas levsl of thoss of obther natlons.

_ Annulment of this century-old trsaty would deprive the

Sultan of tha greater part of his restrlcted sovereignty,
and, ﬂOﬂﬁG\LHntly might alienate the nationalists from
the US

BELGIUM

Belglan unomplcvmqnt i expocted Bo remaln ali
the Qﬁ@&eﬂ% ﬁ%ﬂﬁ levalgyﬂhiuh Ay even become hlphar

hecause of: (1) the continulng dap*esand atate of the

coal indushiy; (2) reduced activity in the steel and
metallurgliesl Industry; (3) the inability of Delgion
seasonal werkers to £ind esapioyment; and {4) the increas-
ing numbers of unemployed or striking Belglen frontaliors
{people who live in Belgiuwm and work in France). The
November sveraps number of unsmployed of 280,700 comparss
with the October figure of 248,500, and a continued decline
In Belglan Industrlal sctivity will doubtless bthrow more
out of werk. The Government’s program Lo combat wemploy=-
ment through publiec works. low cost housing construetion,
and the esteblighment of newinduatries will take some

time to caryy out; meantime. econbinuation of the high level
of wnemploment will result in Increased labor protests
with unfavorable political consequences for the coalltion
Government.
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ITALY

A 8plit in the Italiarn Communist Party (PCI
may occur If Tito remalns in powsr antil the Ttalilawn
oca ana regionel eleetions in the spring of 1950, A
problem is rosed for the PCI, which has preferred to bs
a mass parﬁyy by the growing "netionalisi" deviation
encouragsed by Tito's successful defiance of the
Cominform,

The PCT, pursulng a generally moderate policy,
has had as an assat the poor socio-sconomie conditions
in Italy and lts dynsmic program for the alleviatim' of
such conditlions has been i1ts major attrsction. On the
other hand, the Party’s ln,ernai enal stand (ﬂubsevvienma
Yo USSR foreign policy, ond onpgn;timr to ERP despite
its obvious beneflts to the nation) hsa been a definite
cause of Party atress and strain.

Because many in the Parbty heve been dublous about
its International stand, the success of Titef's nationalist
Communism 1s more and more envourap;nn almlilar deviation
in the PCY ranks. Deviationist eleoments are antive in
varying deprees of strength in nuy large citlea of Ttaly.
Efforts are being wmade; esreclally by Party members who
fought in Spain, to orient the Pﬂrﬁy sround Ttalyts
intereats wather than srowd the Coninform. The looal
Party In the industrial e¢ity of Terni haz already formed
& natlionalist group. A small proup of PCI members wers
recently purged for visibting Helprade. Although no oub-
standing Communist flgures have vet been cleariy ccnnaﬁted
with a nationalist WOVﬁlﬁntg geveral are under auvsplicion.
Some of the PCI lesders may wsll favor a nationslist ree
orilentation of the Party, sensing the potentially wiﬁﬁ
appeal of such a shif't.

In this situetion PCI leaders falthful bto the
Cominform are faced with a dilemnma. I they attemps the
large-scale purges that may prove pmwgwesgively‘nsc&ﬁa&ry
if Tito romelns in power, they wlll asliso be sseverely
weakening the Party as 2 mass orpenisatlion, and willli
demage any chance 1t has of suceess in the 1950 eleatlions.
I they fail to purge exbtenslvely, the heresy will grow
within the Party.

A modorate policy with 1limited “purging™ will
probably prevail until the conwmur:al wnd veglon%T aloctions

in the spring. Fallure of the Coninform, however, te olim-

inate Tito by Shat time, and an unsatlisfactory PGI ahowing
in the Itallan sprin. electiong, would probably resualt ing

- o
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(1) the "offiecial" diasplecement of the moderate
Togliatti lsaderahip by Longo-Seechis cantrol, mean-
ing a direct action policy and more discipline; and
(8) the emergence of a schismatic national Communist
party.

B The scheduled reshuffle of the Ihailian
Cablnet in eaTly 1550 will further eemsolidats Thristien
Democratic control of the Government, but wider disupgree-
ment among supportsrs of the Christian Democratic Party
will becoms manifest. Whether or not Saragat and other
moderate Soclalist minlsters return in January Lo Lle
Cabinet from which they withdrew in Novembsr, the already
dominant influencs of the Chwistien Demaccrats will
be increased. Saracatts group has lost a largs pars of
its following to the new Unitary Socialiss Party {(P3U),
Morecver, the Chrigtian Democrabs are arranging for s
greater coicentration of pover in their own hands thyough
oxtenaion of the asstivities of certain sconcomle ministries
held by them. At the samc tims, however, the greatar
powers of the Christian Democratic leadsrs, togethar with
aebatement of the Communist threat. will tand to sharpen
4if Terences among the haterogeneous supporbers of the
Christisn Democrats, particularly with regard to =ocisl
ant. scononic policies.

Not only are the Left and Right smections of +he
Party in conflict on these issues, but the Vatiecan itselr,
and its ley organization, Catholis Action, are similerly
divided. A fundamental difference of opinion betwssn the
Christisn Democratlc National Council snd She Christien
Democrat-sponsorsd Free Gonfsdsration of Tialian Workers
wes rovealed when the former backed a plan by Cheistian
Demoeratic Depuby Fanfani pregceribing rigorous anti-
strike legislation, while the latter strenucusly oppogsed
16, Similerly, there have been indicabticns that tho
Vatican Undersecrotaries of state, Tardinil and Montini,
are at odds on various basice poiieises of the Government,
and they take different szides among the slements in
Catholic Action. Morwover, the new Sceiallst group {PSU}
will be able in Parlisment to exploit iassuss on which
agresment has not been achleved within the Christian
Democratic Parby.

The wldening division within ths Chrisbtien
Democratlec Party end ameng its supporters would complicate
the achleveuent of imvortant legislation. It could even

L] 8 [
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bring about reallignments which would result in tha
emorgence of a new Cathollc Party sparked by a
millitant Cathollie Acticn lender, such es Cedds,

who asplres to develop & Governmant vigorously
reformist In the fisld of socisl wselfsre and at thy
same time closely identified with the Vatican.
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